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FINANCIAL HIGHLIGHTS MARCH 21,
{In thousands, except per share data) 1008 2007 2006

FOR THE YEAR

Sales $ 1,095,388 $ 1,006,186 $ 879,023
Operating income 100,295 86,785 67,204
| Net income 59,324 50,741 38,498
i Diluted earnings per share 4.63 3.65 2.73
{ Cash flow from operations 110,182 72,774 79,249
AT YEAR END
Working capital $ 138,250 $ 100,53 $ 67,474
Total assets 872,663 723,969 611,313
Long-term debt 362,448 142,144 90,678
Shareholders’ equity 279,793 165,536 38,946

2008 REVENUES

$1,00¢,258,00

serviee and responsiveness of a local printer enhanced i EIINSHISHIEELEAIRT s
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Consolidated Graphics achieved another record
year in 2008 with acquisitions and strategic sales
propelling our revenue and earnings to new highs.
More importantly, we continued positioning the
company for long-term growth and success, making
capital investments to stay ahead of the competition

n mm._..<__..:.m our customers and __,m?:.nrm&:m our stock
to build value for our shareholders.

DEAR



SHAREHO

I am pleased to report another banner
year for Consolidated Graphics. Qur
record financial results in 2008 are a
testament to a sound and well-executed

business model.

Driven by contributions from acquisitions
and strong growth in strategic sales, our
revenues grew to a record St billion in
2008, up 9 percent from the previous
year. Net incotue rose to $59.3 million
while carnings per share reached a record

high of $.4.63 on a fully diluted basis.

ACQUISITIONS REMAIN
A KEY PILLAR OF CROWTH

Acquiring successtul, well-respected com-
panics that broaden our service offerings
and add value for both customers and
investors remains a key pillar of our
growth strategy. In the 15 months ended
March 31, 2008, we acquired businesses
thar generate annual revenues exceeding
$320 million, including The Cyril-Scott
Company and PBM Graphics. Inc,

The December 2007 acquisition of
Cyril-Scotr, one of the most innovative and
creative direct mail companies in our indus-
try, expanded both our geographic footprint
and our capabilities. [n Lancaster. Ohto,
near Columbus, Cyril-Scott boasts a flect
of 19 web presses, all with unique inline
finishing capabilitics chat provide highly

sophisticated direct mail solutions.

In March 2008, we completed our largest
acquisition to date. PBM Graphics, head-
quartered in Durham. North Carolina,
is a full-service graphics production.
packaging and futfillment company

with 2007 revenues of $135 million.

PBM Graphics brings a strong marker
position and unique specialtics to the
CGX nerwork.

Our success in acquiring preimier compa-
nies like Cyril-Scottand PBM is due. in
farge part, to our reputation as the pre-

ferred acquirer for companies wishing

to maintain the legacy they have buile

in their local marker while reaping the
benetits ot joining the nation’s leading
commercial printing organization. We
are confident of our ability to continue
adding some of the nation’s best printing
businesses to our organization and

have an active acquisition pipeline
representing more than $500 million

n m:::n__ revenue,

STRATEGIC SALES
SET CGX APART

As we continue to acquire companies
that build our capabilities and geographic
reach. we are leveraging the power of

our nctwork to achieve strong growth

in strategic sales. Our CGXSolutions
team successtully targets large customers
who require a broad range of services, and
value our expertise in creating solutions
that address their challenges and stream-
line operations to drive efheciency and

COST-Savings.

\We take a strategic approach in serving
these customers. Qur dedicated ream

of experts understands their needs and
can marshal the full spectrum of our
nationside capabilities and resources.
Qur ability to offer complete, customized
solutions that typically encompass
traditional printing and fulfillment plus
complementary digital printing and tech-

nology sets Consolidated Graphics apart.

We are leveraging these competitive
advantages into revenue growth. During
2008, our strategic sales rose 28 percent
t0 $196.1 million and accounted for 18 per-
cent of our revenue, up from 15 percent in
2007. We will build on this mementum
and expect to achieve robust ongoing

growth in strategic sales.

\We take the same strategic view at the
local level where our sales representatives
offer the full strength of our nerwork to
their customers by cross-selling the ser-
vices of sister companies. During 2008,
we grew revenues from cross-selling by

15 percent to $92 million.
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CAPABILITIES

The Consolidated Graphics spectrum of value starts with an unmatched geographic
footprint and unsurpassed capabilitics to meet all of our customers printing and
related needs. Our 70 businesses. strategically located across 27 states and in Canada,

are located in or near virtually every major U.S. market.

With onc of the most comprehensive and technologically advanced sheetfed and web
printing capabilitics in North America complemented by industry-leading digital
printing technology. we deliver impeecable quality on projects of all types. Our
products range from business identiry basics. such as business cards and stationery.
to larger-than-life displays. We print on virtually any substrate and offer limitless

options for personalization.

NATIONAL
STRENGTH.
LOCAL
SERVICE.

Sales representatives at every company know -- and deliver -+ the full capabilities
of our coast-to-coast network. So customers enjoy the service and responsiveness
of alocal printer plus the economic. geographic and technological advantages of

a m:.Ozm :Dﬂ_.O:b_ r.O_.*uou.DZ.C:.

But printing is just the beginning, With a complere range of value-added services.
strategically located fulfillment centers and sophisticated technology. our in-house
capabilities extend from concepe through delivery. To complete the value proposition.
our CGXS8olutions ream of experts draws on the full spectrum of our capabiliries
and services to develop customized solutions that streamline operations and

improve results.

CGN KEY DIFFERENTINVIORS

03

Web Presses

289

Sheetfed
Printing Presses

up to HN

Colors on a
Sheetfed Press

up to %H:

Large-format
Capability
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First Horizon chose Consolidated Graphics for all of our printing needs

because they go beyond printing to provide technologically advanced
solutions that drive efficiency and improve our results. The quality of their

work is fantastic and their staft is incredibly knowledgeable and helpful,

which makes our business relationship with CGX highly rewarding.

ALYSON SMITH, MARKETING MANAGER, FIRST HORIZON HOME LOANS, TEXAS

CHERYL HAYES, SENIOR VICE PRESIDENT, NATIONAL MARKETING, FIRST HORIZON HOME LOANS, TEXAS

At Consolidated Graphics, we recognize that our customers need much

more than printing, So, while others just sell printing, we create solutions.

CGXSolutions is a dedicated team of experts adept at coupling our unmatched
capabilities with the power of our technology to deliver value, We take a strategic
approach, getting to know our customers, understanding their challenges and
creating total solutions tailored to the way they do business. We harness technology
in ways that increase efficiency and effectivencess 1o drive cost-savings and improve
results. Experts at implementation, our CGX Solutions professionals partner with

customers to scamlessly integrate new systems with existing operations.

STOREFRONT EVOLVES TO MEET CUSTOMER NEEDS
Long a mainstay of our technology offerings, CGXSolutions” StoreFront, continually
cvolves o meet the increasingly sophisticated needs of our customers. An enhanced

verston, to be launched in 2008, will offer greater flexibiliry to integrate StoreFront

with the existing processes and databases of our customers for greater power and
functionality, Amonyg other benehts, the enhancement will link existing online print
procurement features with customer databases to automate fulfillment and bring new

levels of convenience, eficiency and speed to printing and distribution

WE OFFER THE POWER OF PERSONALIZATION

Our innovative variable data digiral technology provides personalization options for
a myriad of applications. In addition to reports and statcements requiring individual-
ized dara, customers are increasingly using variable data technology to create person-
ally relevant marketing campaigns that get read and get results, Qur CrossMedia
solutions couple personalized print with e-mail, rext messages and personal websites

to help our customers take their business relationships to the next level.

CGXSolutions
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LEADERSHIP DEVELOPMENT PROGRAM

At Consolidated Graphics. we have always known that grear people are our

most valuable asset. Hiring and retaining the industry’s top talent is ar the heart

of our commitment to customers, And developing the next generation of company

leaders is a fundamental focus of our growth strategy.

Qur unique Leadership Development Program (LDP).a highly strucrured,
three-year program. enstires a deep pool of talented professionals to serve our
customers and support our growth. We start with the best and brightest graduates
from colleges across the nation, We immerse and educate them in all facets of our
business by coupling formal training and mentoring from top management with

plenty of hands-on expericnce at one of our printing facilitics.

Atter complering rotation assignments in all departments. LDT associates decide
whether they want to pursue a carcer in operations management or go inro sales

Those who choase a carcer in sales spend their final six months “attending”
CGXUniversity. This intensive sales development program combines formal
training, coaching and peer group interaction with on-the-job experience to
es execurives focused on solutions and skilled in creating value for

produce sal
their customers.

With 293 current associates and graduates, the LD has lived up to its name,
producing 21, or 30 percent, of our company presidents plus many of our top sales

executives and senior operations managers.

Tl
THE INDUSTRY'S
BEST PEOPLE

COXUNIVERSITY

CGXUniversity helps our sales professionals hone their skills to serve customers
better. Launched in 2007, this sales development program represents our commit-
ment to a highly trained sales organization that has the mindset, and the skill set.

to be a valued resource to customers

Developed following interviews with numerous sales representatives and company
presidents, the program addresses the very real needs of our people who are on the
front lines in delivering value and building positive, long-term relationships. 1t
supports the evolution of our company from a commercial printer to a provider

of complete and complex solutions that improve resulrs.
P

Through CGXUniversity, our sales professionals are expanding their knowledge and
improving their skills in consulting with customers to identify challenges and detiver
solutions that draw on the full resources and capabilitics of the CGX nerwork.

While ﬂrr CGXUniversity sales development program spans a period of six
months, our commitment to the development and support of our sales team spans

an entire cireer.
CGXUniversity is a permanent resource that provides ongoing information about
changing markets, advises our companies, consults with individuals and is dedicated

to helping our sales professionals deliver the best possible customer experience.
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PBM Graphics, Inc.

-color  GOOOOO™

38" Full Web Press Operations

Facility
@ H H O Z m A CONSOLIDATED GRAPHICS COMPANY

Based in Durham, North Carolina, and acquired in March 2008, PBM Graphics
is onc of the largest and most highly recognized commercial printers in North
America. With a customer-centric philosophy of adapting, modifying and growing
its business to deliver complete and customized solutions, the company prides iesclf
on offering a full-service, single source for graphics production, packaging and

fulfillment services.

PBM Graphics employs almost 800 professionals and operates multiple facilities
that total more than 600.000 square feet of space. Highly respected for impeccable
quality and excellent customer service, the company has buile an impressive list of
blie-chip clients across a broad spectrum of industries.

PBM Graphics has 25 years of experience in meeting the exacring standards of
pharmaceutical and healthcare customers, Italso holds a leading marker position

in collectible game cards and the associated packaging and is the world's largest

producer of Pokémon™ cards.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following management’s discussion and analysis of financial condition and results of operations should be read in conjunction with our historical
consolidated financial statements and their notes beginning on page 33. This discussion contains forward-looking statements that reflect our current
views with respect to future events and financial performance. Qur actual results may differ moterially from those anticipated in these forward-
looking statements as a result of certain factors such as those referenced in “Forward-Looking Statements - Safe Harbor Provisions” set forth on
the inside back cover of this Annuol Report.

OVERVIEW

Our Company is a leading U.S. and Canadian provider of commercial printing services with 70 printing businesses spanning 27 states plus
one Canadian province. Complementing the printing services we provide, we also offer (i) state-of-the-art fulfillment services from 13 fulfitiment
centers located at or near one of our printing businesses and (i) proprietary digital technology solutions and e-commerce capabilities from
two technology hubs located at our corporate headquarters and at one of our printing businesses in the BaliimorefWashington D.C. area.

We are focused on adding value to our printing businesses by providing the financial and operational strengths, management support and
technological advantages associated with a large, national organization. Qur strategy currently includes the following initiatives to generate
sales and profit growth:

internal Sales Growth — We seek to use our competitive advantages to expand market share. We continually seek to hire additional experi-
enced sales professionals, invest in new equipment and technology, expand our national accounts program, develop new and expanded
digital technology-based print-related services and provide sales training and education about our breadth of capabilities and services to
our sales professionals.

Disciplined Acquisition Program — We selectively pursue opportunities to acquire additional printing businesses at reasenable prices.
Some of these acquisitions may include smaller andfor distressed printing businesses for consolidation into one of our existing businesses.

Cost Savings — Because of our size and extensive geographic footprint, we leverage our economies of scale to purchase supplies and
equipment at preferential prices, and centralize various administrative services to generate cost savings.

Best Practices/Benchmarking — We provide a forum for our printing businesses to share their knowledge of technical processes and their
best practices with one another, as well as benchmark financial and aperational data to help our printing businesses identify and respond
to changes in operating trends.

Leadership Development — Through our unique Leadership Development Program, we develop talent for future sales and management
positions at our printing businesses.

Our printing businesses maintain their own sales, customer service, estimating and planning, prepress, production and accounting depart-
ments, Our corporate headquarters staff provides support to our printing businesses in such areas as human resources, purchasing, internal
financiat controls design and management information systems. We also maintain ceniralized treasury, risk management, tax, internal audit
and consolidated financial reporting activities.
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RESULTS OF OPERATIONS

The following table sets forth our Company’s historical consolidated income statements and certain percentage relationships for the
periods indicated:

YEAR ENDED MARGCH 31

(TN MILLIGNS) {AS A PERCENTAGE OF SALES)

FE-T:¥:) 2007 2o0cb 1008 2007 2006
Sales $1,0095.4 $1,006.2 $ 879.0 100.0% 100.0% 100.0%
Cost of sales 812.4 737.0 661.5 74.2 73.2 753
Gross profit 283.0 269.2 217.5 25.8 26.8 24.7
Selling expenses 107.0 101.7 91.3 9.8 10.1 10.4
General and administrative expenses 78.8 6g.2 53.0 7.2 6.9 6.7
Other {income) expense, net (3.} - - (0.3) - -
Goodwill impairment - 1.5 - - 1.2 -
Operating income 100.3 86.3 67.2 9.1 8.6 7.6
Interest expense, net 12.0 6.7 5.5 1.1 o7 0.6
Income before taxes 883 8o.a 61.7 8.0 7.9 7.0
Income taxes 29.Q 29.4 23.2 2.6 2.9 2.6
Net income 3 5G.3 ) 50.7 $ i85 5.4% 5.0% 4.4%

Cur sales and expenses during the periods shown were impacted by the acquisition of three printing businesses in fiscal 2008, two printing
businesses in fiscal 2007 and four printing businesses in fiscal 2006. In accordance with the purchase method of accounting, our consolidated
income statements reflect sales and expenses of acquired businesses only for post-acquisition periods. Accordingly, acquisitions affect our finan-
cial results in any one year compared to the prior year by the full-year impact of prior year acquisitions {as compared to the partial impact in

the prior year) and the partial-year impact of current year acquisitions. This revenue impact is referred to below as the “incremental impact of
acquisitions.” We refer to revenue growth or decline, excluding the effect of revenues contributed by acquisitions in the most recent fiscal year

as “organic” or “sarme-store” sales growth or decline.

ANALYSIS OF CONSOLIDATED INCOME STATEMENTS FOR FISCAL 2008 AS COMPARED TO FISCAL 2007

Sales for fiscal 2008 increased $89.2 million, or %, to $1.0 billion from $1.01 billion in fiscal 2007. The $89.2 million revenue increase is attrib-
utable to an increase of $109.4 million from the incremental impact of acquisitions, partially offset by an internal same-store revenue decline of
$20.2 million due largely to an $11.7 million decline in election-related printing. Excluding the decline in election-related printing, internal sales
were down .8% compared to 2007. We believe this decline was generally due to the wezkness of the U.S. economy during the year.

Fiscal 2008 gross profit increased by $13.8 millicn, or 5%, to $283 million from $269.2 million in fiscal 2007. This increase was primarily attribut-
able to the increased sales levels discussed above, which were significantly affected by the incremental impact of acquisitions. Gross profits as

a percentage of sales, declined to 25.8% from 26.8% in fiscal 2007 due to relatively lower gross margins for recently acquired businesses, as well
as higher expenses related to direct start-up expenses associated with our growing digital printing business.

Selling expense for fiscal 2008 increased $5.3 million, or 6%, to $107 million from $101.7 million in fiscal 2007. The increase is attributable to
higher commission expense due to the increased sales levels noted above. As a percentage of sales, selling expenses in fiscal 2008 declined to
9.8% from 10.1% in fiscal 2007. The decline was primarily due tolower selling expense as a percentage of sales for recently acquired businesses.
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Goodwill impairment for fiscal 2007 was $11.5 million based on the Company’s annual evaluation of goodwill at March 31, 2007, in accordance
with SFAS No. 142, The impairment was attributed to four printing businesses that ir the aggregate accounted for approximately 3% of the
Company's total sales in fiscal 2007. No goodwill impairment was recorded in fiscal 2006.

Net interest expense for fiscal 2007 increased $1.2 million, or 22%, to $6.7 million from $5.5 million in fiscal 2006, due principally to a higher level
of average debt outstanding and a generally higher interest rate environment. This increase in average debt outstanding in fiscal 2007 related
principally to acquisitions completed and funded during the year, which totaled $67.6 million, and our common stock repurchases, which totzaled
$24.7 million.

We provided for income taxes for fiscal 2007 of $29.4 million, reflecting an overall effective tax rate of 36.6% as compared to an effective tax rate
of 37.6% in fiscal 2006. In fiscal 2007, an income tax benefit of $3.7 million attributable to the goodwill impairment discussed above and a one-
time credit of $.7 million for the impact of a net reduction in legislated state income tax rates on previously provided deferred income taxes were
recorded. These tax benefits resulted in a net decrease of .2% on our overall effective tax rate. Excluding these items, the decrease in our overal!
effective tax rate was primarily attributable to (i) an increase in pre-tax earnings, which cavsed non-deductible expenses to be a smaller percent-
age of pre-tax earnings, thus lowering our effective tax rate and (i) an increase in the estimated domestic production activities deduction for
fiscal 2007.

LIQUIDITY AND CAPITAL RESOURCES

SOURCES AND USES OF CASH

Qur historical sources of cash have primarily been cash provided by operations or borrowings under our various bank credit facilities. Qur histori-
cal uses of cash have been for acquisitions of printing businesses, capital expenditures, payment of principal and interest on outstanding debt
obligations and repurchases of our common stock. Supplemental information pertaining to our historical sources and uses of cash is presented
as follows and should be read in conjunction with our consolidated statements of cash flows and the notes thereto included in ltem 8. Financial
Staternents and Supplementary Data:

YEAR ENDOED MARCH 11

(1IN MILLIONS) zoo0t 2007 2006
Net cash provided by operating acti $ noaz $ 728 $ 792
Acquisitions of businesses {97.3} (67.6) {28.0)
Capital expenditures, net of proceeds from asset dispositions® (39.4) (35.) (13.9)
Net proceeds (payments) under bank credit facilities 177-4 511 (27.1)
Net payments on term equipment notes and other debt (r1) (3.1 (8.8)
Payments to repurchase and retire common stock {(150.0) (24.7) {6.7)
Proceeds from exercise of stock options 2.9 17.6 2.5

) Excludes capital expenditures of $41 millien in fiscal 2008, $5.1 million in fiscal 2007 and $16.5 million in fiscal 2006, which were directly financed andfor accrued as a
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Under the terms of the Credit Agreement, the proceeds from borrowings may be used to repay certain indebtedness, finance certain acquisitions,
provide for working capital and general corporate purposes and, subject to certain restriciions, repurchase our common stock. Borrowings out-
standing under the Credit Agreement are secured by substantially all of cur assets other than real estate and certain equipment subject to term
equipment notes and other financings. Borrowings under the Credit Agreement accrue interest, at our option, at either (1) the London Interbank
Offered Rate ("LIBOR") plus a margin of .625% 10 1.50%, or {2) an alternate base rate (based upon the greater of the agent bank's prime lending
rate or the Federal Funds effective rate plus .50%). We are also required to pay an annual commitment fee ranging from 15% to .275% on available
but unused amounts under the Credit Agreement. The interest rate margin and the commitment fee are based upon certain financial performance
measures set forth in the Credit Agreement and are redetermined quarterly. At March 31, 2008, the applicable LIBOR interest rate margin was
1.00% and the applicable commitment fee was .20%.

We are subject to certain covenants and restrictions and we must meet certain financial tests as defined in the Credit Agreement. We were in
compliance with these covenants and financial tests at March 31, 2008. In the event that we are unable to remain in compliance with these cove-
nants and financial tests in the future, our lenders wouid have the right to declare us in default with respect to such obligations, and consequently,
certain of our other debt obligations, including substantially all of our term equipment notes, would be deemed to also be in default. Al debt
obligations in default would be required io be re-classified as a current liability. In the event that we were unable to obtain a waiver, re-negotiate
or re-finance these obligations, a material adverse effect on our ability to conduct our operations in the ordinary course likely would result.

We also maintain an unsecured credit facility with a commercial bank {as amended, the “A&B Credit Facility”) currently consisting of a U.S. $5 mil-
lion maximum borrowing limit component and a separate Canadian $31 million maximum borrowing limit component. At March 31, 2008, out-
standing borrowings under the A&B Credit Facility were U.S. $2.2 million, which accrued interest at a weighted average rate of 5.3%, and Canadian
$28 million ($27.4 million W.S. equivalent), which accrued interest at a weighted average rate of 5.8%. An annual reduction of Canadian $4 million
on the Canadian dollar denominated commitment occurs on each anniversary date of the A&B Credit Facility until the final maturity date of Janu-
ary 2, 2011. There are no significant covenants or restrictions set forth in the A&B Credit Facility; however, a default by us under the Credit Agree-
ment constitutes a defauit under the A&B Credit Facility.

In addition, we maintain two auxiliary revolving credit facilities {each an “Auxiliary Bank Facility" and collectively the “Auxiliary Bank Facilities")
with commercial banks. Each Auxiliary Bank Facility is unsecured and has a maximum borrowing capacity of $5 million. One facility expires in
October 2008 while the other facility expires in December 2008. At March 31, 2008, outstanding boerrowings under the Auxiliary Bank Facilities
totaled $9.3 million and accrued interest at a weighted average rate of 3.7%. Because we currently have the ability and intent to refinance the
borrowings cutstanding under the Auxiliary Bank Facilities expiring in October and December 2008, such borrowings are classified as long-term
debt in our consolidated balance sheet at March 31, 2008. The Auxiliary Bank Fac
in the Credit Agreement.

ies cross-default to the covenants and restrictions set forth

At March 31, 2008, outstanding borrowings under our term equipment notes totaled $104.5 million and accrued interest at rates between 3.9%
and 7.1%. The term equipment notes provide for principal payments plus interest for defined periods of up to ten years from the date of issuance,
and are secured by certain equipment of the Company. We are not subject to any significant financiat covenants in connection with any of the
term equipment notes. At March 31, 2008, outstanding borrowings under our real estate notes totaled $4.4 million and accrued interest at 6%.
The real estate notes providé for principal payments plus interest for defined periods of up to ten years from the date of issuance and are secured
by the real estate. At March 31, 2008, other debt cbligations totaled $4.9 million and provided for principal payments plus interest (at fixed and
variable rates) for defined periods up to 15 years from the date of issuance. We do not have any significant financial covenants or restrictions
associated with the real estate notes or the other debt obligations. The Credit Agreement places certain limitations on the amount of additional
term note obligations we may incur in the future.

As of March 31, 2008, our available credit under existing credit facilities was approximately $101.8 million.
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Receivables, net of valuation allowance — Accounts receivable at March 31, 2008 were $209.0 million, net of a $3.6 million allowance for doubtful
accounts. The valuation allowance was determined based upon our evaluation of known requirements, aging of receivables, historical experience
and the current economic environment. While we believe we have appropriately considered known or expected outcomes, our customers’ ability
io pay their obligations could be adversely affected by contraction in the U.S. economy or other factors beyond our control. Changes in our
estimates of collectibility could have a material adverse effect on our consolidated financial condition or results of operations.

Goodwill and other intangible assets — We evaluate the carrying value of our goodwill and other intangible assets with indefinite lives as of each
fiscal year end, or at any time that management becomes aware of an indication of impairment, Qur evaluation is based on certain data estimated
by management to be indicators of future cash flows at each of our facilities. Estimating future cash flows requires judgments regarding future
economic conditions, demand for services and pricing. Our evaluation also makes use of estimates of market muliiples of cash fiow at which
transactions could be completed in the current market and calculation of estimated discounted cash flows. If our estimates of future cash flows
or market multiples prove to be materially inaccurate, an impairment charge could be necessary in future periods.

Impairment of long-lived assets — We evaluate long-lived assets, including property, plant and equipment, and intangible assets other than good-
will or intangible assets with indefinite lives whenever events or changes in conditions indicate that the carrying value may not be recoverable.
The evaluzation requires us to estimate future undiscounted cash flows associated with an asset or group of assets. If the cost of the asset or
group of assets cannat be recovered by these undiscounted cash flows, then the need for an impairment may exist. Estimating future cash flows
requires judgments regarding future economic conditions, demand for services and pricing. Although we believe our estimates are reasonable,
significant differences in the actual performance of the asset or group of assets may materially affect our asset values and require an impairment
charge in future periods.

Insurance liabilities — We are self-insured for the majority of our workers' compensation and group health insurance costs. Insurance claims
liabilities have been accrued using a combination of our historical loss experience and subjective assessment of our future loss exposure, together
with advice provided by administrators and consulting actuaries. The estimates of expected loss amounts are subject to uncertainties arising
from various sources, including changes in claims reporting patterns, claims settlement patterns, judicial decisions, legislation and economic
conditions, which could result in an increase or decrease in accrued cosis in future periods for clzims matters which occurred in a prior period.

Accounting for income taxes — As part of the process of preparing our consolidated financial siatements, we are required to estimate our income
taxes. This process involves estimating our actual current tax exposure, together with assessing temporary differences resulting from differing
treatment of items for tax and financial reporting purposes. The tax effects of these temporary differences are recorded as deferred tax assets or
deferred tax liabilities. We must then assess the likelihood that our deferred tax assets will be recovered from future taxable income, and to the
extent we believe that recovery is not likely, we must establish a valuation allowance. Significant judgment is required in determining our provision
for income taxes, our deferred tax assets and liab
we account for uncertain tax positions in accordance with Financial Interpretation No. 48, Accounting for Uncertainty in Income Taxes — an

es and any valuation allowance recorded against our net deferred tax assets. Additionally,

Interpretation of FASB Statement No.iog (FIN 48). For additionzl information regarding FIN 48, refer to Note 6. Income Taxes in the footnotes
to our consofidated financials.

Accounting for acquisitions - The allocations of purchase price to acquired assets and liabilities are initially based on estimates of fair value and
are prospectively revised if and when additional information concerning certain asset and liability valuations we are waiting for at the time of the
initiaf allocations is obtained, provided that such information is received no later than one year after the date of acquisition. In addition, we retain
an independent third-party valuation firm to assist in the identification, valuation and determination of useful lives of identifiable intangible assets
in connection with cur acquisitions,
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CONSOLIDATED BALANCE SHEETS

MARCH 3
(1N THOUSANDS, EXCEPT SHARE AND PER SHARE DATA]) 2004 007
ASSETS
Current Assets
Cash and cash equivalents 3 5ap $ 12,043
Accounts receivable, net 209,000 185,722
Inventories 61,5m 46,951
Prepaid expenses 2y 7532
Deferred income taxes 9.353 8,479
Total current assets 302,122 260,727
Property and equipment, net 421,347 354,156
Goodwill and intangibles, net 141,381 101,768
Other assets 7.813 7.318
$ 872,663 $ 723,969
LIABILITIES AND SHAREHOLDERS' EQUITY
Current portion of long-term debt $ 23,252 5 12,42
Accounts payable 56,948 58,519
Accrued liabilities 831,488 89,496
Income taxes payable 184 138
Total current liabilities 163,872 160,574
Long-term debt, net of current portion 362,448 142,144
Other liabilities 13,655 -
Deferred income taxes 52,895 55,715
Commitments and contingencies
Shareholders’ equity
Common stock, $.01 par value; 100,000,000 shares authorized;

11,079,011 and 13,643,698 issued and outstanding 111 137
Additional paid-in capital 153,204 185,098
Retained earnings 127,376 180,113
Other comprehensive income (898) 188

Total shareholders' equity 279,793 365,536

$ 872,663 $ 723,969

See accompanying Notes to Consolidated Financial Staternents.
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS EQUITY

ACCUMULATED

ADDITIONAL OTHER
COMMON STOCK PAID-IN RETAINED COMPREHENSIVE

(IN THOUSANDS]) SHARES AMOUNT CAPITAL EARNINGS INCOME TOTAL
Balance, March 31, 2005 13,760 $ 138 $ 168,905 $ 14,289 3 - $ 283332
Exercise of stock options, including

tax beneht 124 1 3,770 - - 3,771
Repurchase and retire common stock {170} (") {2,094} {4.560) - (6,655}
Net income - - - 38,498 - 38,498
Balance, March 31, 2006 13.714 138 170,58 148,227 - 118,946
Exercise of stock options, including

tax benefit 445 3 17,619 - - 17,622
Compensation expense - - 2,695 - - 2,655
Repurchase and retire common stock (465} {4) {5,797} {18,855) - {24,656}
Currency translation adjustment - - - - 188 188
Net income - - - 50,741 - 50,741
Balance, March 31, 2007 13,694 137 185,058 180,113 188 165,536
Exercise of stock options, including

tax benefit 67 1 2,869 - - 2,870
Compensation expense - - 2,057 - - 2,057
Repurchase and retire common stock (2,682} (27 (36,820) (113,250) - (+50,097)
Currency translation adjustment - - - - {1,086) (1,086)
FIN 48 cumulative adjustment - - - 1,189 - 1,189
Net income - - - 56,324 - 59,324
Balance, March 31, 2008 11,079 g m $ 153,204 $ 127,376 $ (898) $ 279,793

See accompanying Notes to Cansolidated Financial Statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

{IN THOUSANDS, EXCEPT SHARE AND PER SHARE DATA AND PERCENTAGES)

OZ —H | BUSINESS

Consolidated Graphics, Inc. {collectively with its consolidated subsidiaries referred to as “the Company”) is a leading provider of commercial
printing services,

The Company's priniing businesses maintain their own sales, customer service, estimating and planning, prepress, production and accounting
departments. The Company's corporate headquarters staff provides support to its printing businesses in such areas as human resources,
purchasing, internal financial controls design and management information systems. The Company also maintains centralized treasury,

risk management, tax, internal audit and consolidated financial reporting activities.

The Company’s sales are derived from commercial printing services. These services consist of {i) traditional print services, including electronic
prepress, digital and offset printing, finishing, storage and delivery of high-quality printed documents which are custom manufactured to the
design specifications of the Company's customers; (i) fulfillment and mailing services for such printed materials, and {iii) digital technology
solutions and e-commerce capabilities that enable the Company's customers to more efficiently procure and manage printed materials and/or
design, procure, distribute, track and analyze results of printing-based marketing programs and activities.

The scope and extent of services provided to the Company’s customers typically varies for each individual order it receives, depending on
customer-specific factors including the intended uses for the printed materials. Furthermore, each of the Company's locations generally is
capable of providing a complete range of services to its customers. Accordingly, the Company does not operate its business in a manner
that differentiates among its respective capabilities and services for financial or management reporting purposes, rather each of its printing
businesses is defined as a distinct reporting unit.

I—léo I SIGNIFICANT ACCOUNTING POLICIES AND OTHER INFORMATION
ACCOUNTING POLICIES

The accounting policies of the Company reflect industry practices and conform to generally accepted accounting principles in the United States.
The more significant of such accounting policies are described below.

Principles of Consolidation — The accompanying consolidated financial statements include the accounts of the Company and its wholly-owned
subsidiaries. The Company’s operations constitute one reportable segment because all of its printing businesses operate in the commercial
printing industry and exhibit simifar economic characteristics.

Use of Estimates — The preparation of financial statements in conformity with generally accepted accounting principles requires the use of certain
estimates and assumptions by management in determining the reported amounts of assets and liabilities, disclosure of contingent liabilities as
of the date of the financial statements and the reported amounts of revenues and expenses during the reporting period including depreciation

of property and equipment and amortization or impairment of intangible assets. The Company evaluates its estimates and assumptions on an
ongoing basis and relies on historical experience and various other factors that it believes (o be reasonable under the circumstances to determine
such estimates. Because uncertainties with respect to estimates and assumptions are inherent in the preparation of financial statements, actual
results could differ from these estimates.
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The net book value of other intangible assets at March 31, 2008 was $38,958. Other intangible assets consist primarily of the value assigned to
such items as customer lists and trade names in connection with the allocation of purchase price for acquisitions and are generally amortized
on a straight-line basis over periods of up to 25 years. Amortization expense totaled $2,426 in 2008, $1.608 in 2007 and $1,321 in 2006.

Accrued Liabilities — The significant components of accrued liabilities are as follows:

MARCH 313

2008 2007

Advances from customers $ 12000 $ 8,549
Compensation and benefits 35,473 35,010
Manufacturing materials and services 9,809 7,150
Sales, property and cther taxes 5,463 18,993
Other 20,642 19,794
§ 83,438 $ 89,496

) Other accrued liabilities are principally comprised of contingent transaction consideration associated with certain of the Company's acquisitions and accrued self-insurance
claims for certain insurance programs. None of the individual items in other accrued liabilities at March 31, 2008 and 2007 were individually greater than 5% of total current
liabilities in those years.

Income Taxes — The provision for income taxes includes federal, state and foreign income taxes currently payable and deferred based on currently

enacted tax laws. Deferred income taxes are provided for the tax consequences of differences between the financial statement and tax basis of

assets and liabilities. The Company reduces deferred tax assets by a valuation allowance when, based on its estimates, it is more likely than not
that a portion of those assets will not be realized in a future period.

Supplemental Cash Flow Information — The consolidated statements of cash flows provide information about the Company’s sources and
uses of cash and exclude the effects of non-cash transactions, Certain of the Company's capital expenditures are considered to be non-cash
transactions. The Company issued term notes payadle totaling $41,015 and 35,110 (see Note 5. Long-Term Debt) in the years ended March 31,
2008 and 2007 to finance the purchase of certain new equipment. The Company paid cash for interest and income taxes, net of refunds,
totaling $12,663 and $26,745 in 2008, $6,030 and $33,895 in 2007, and $5,373 and $18,952 in 2006.

RECENT ACCOUNTING PRONCUNCEMENTS

In September 2006, the FASS issued SFAS No. 157, Fair Value Measurement, which defines fair value, establishes a frarework for measuring
fair value in accordance with generally accepted accounting principles and expands disclosures about fair value measurement. The Company's
adoption of SFAS No.i5y effective as of April 1, 2008 is not expecied to have a material impact on its consclidated financial condition or results
of operations.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities, including an amendment of
FASB No. 115. SFAS No. 159 permits entities to choose, at specified election dates, to measure eligible items at fair value (the “fair value option").
A business entity shall report unrealized gains and lasses on iterns for which the fair value option has been elected in earnings at each subse-
quent reporting period. The Company’s adoption of SFAS No. 15g effective as of April 1, 2008 is not expecied to have a material impact on its
consolidated financial condition or results of aperations.
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Foreign Currency Translation — Assets and liabilities of subsidiaries operating outside the United States with a functional currency other than
the U.S. dollar are translated at quarter-end exchange rates. Income and expense itemns are translated at the average monthly exchange rate.

The effects of translation are included as a component of accumulated other comprehensive income in shareholders’ equity. In 2008, the
Company recorded a net foreign currency transaction gain of $3,064 related to the revatuation of certain transactions denominated in currencies
other than the reporting unit’s functional currency. The net foreign currency transaction gain is recorded in Other Income on the Consolidated
Income Statement.

Accumulated Other Comprehensive Income — Qther comprehensive income is comprised exclusively of foreign currency translation adjustments.

Geographic Information — Revenues and long-lived assets of the Company's subsidiaries operating outside the United States were $46,088 and
$28,610 as of and for the year ended March 31, 2008.

I_J_I_ —Nmm I ACQUISITIONS

All of the Company's acquisitions have been accounted for using the purchase method of accounting. Revenues and expenses of the acguired
businesses have been included in the accompanying consolidated financial statements beginning on their respective dates of acquisition. The
allocation of purchase price to the acquired assets and liabilities is based on estimates of fair value and may be prospectively revised if and

when additional information the Company is awaiting concerning certain asset and liability valuations is obtained, provided that such information
is received no later than one year after the date of acquisition. Contingent transaction consideration pursuant to earnout agreements is accrued
as an additional cost of the transaction when payment thereof is deemed to be probable by the Company.

In fiscal 2008, the Company paid cash totaling $91,14¢ to acquire the cperations and assets of three printing businesses. The preliminary
allocation of the purchase price of the businesses acquired includes current assets of $39,034, property and equipment of $39,872, goodwill

and other intangible assets of $44,549 and other assets of 3212, less accrued liabilities of $18,802 and debt assumed of $13,725. Additionally,

the Company paid cash totaling $6,18 to satisfy certain liabilities incurred in connection with certain prior period acquisitions. Based on certain
additional information received by the Company regarding its fiscal 2007 acquisitions, $3,687 of purchase price previously attributed to goodwill
was allocated to other intangible assets during fiscal 2008. The Company is awaiting additional information concerning certain asset and liability
valuations in order to finalize the allocation of purchase price {or certain fiscal 2008 acquisitions, and expects to receive such information no
later than one year following the respective dates of acquisition.

In fiscal 2007, the Company paid cash totaling $62,406 to acquire the operations and assets of two printing businesses. The preliminary alloca-
tion of the purchase price of the businesses acquired include current assets of $18,890, property and equipment of $45.944, goodwill and other
intangible assets of $15,507 and other assets of $216, less accrued lizbilities of $18,151. Additionally, the Company (i) paid cash totaling 35,107 to
acquire certain real property and (i) paid net cash totaling 342 in connection with the finalization of certain working capital adjustments during
fiscal 2007 relating to prior year acquisitions. Based on certain additional information received by the Company regarding its fiscal 2006 acquisi-
tions, $1530 of purchase price previously attributed to other intangible assets was allocated to goodwill during fiscal 2007.
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Under the terms of the Credit Agreement the proceeds from borrowings may be used to repay certain indebtedness, finance certain acquisitions,
provide for working capital and general corporate purposes and, subject to certain restrictions, repurchase the Company's common stock.
Borrowings outstanding under the Credit Agreement are secured by substantially all of the Company’s assets other than real estate and certain
equipment subject to term equipment notes and other financings. Borrowings under the Credit Agreement accrue interest, at the Company's
option, at either (1) the London Interbank Offered Rate (“LIBOR"} plus a margin of .625% to 150%, or {2) an alternate base rate {based upon
the greater of the agent bank’s prime lending rate or the Federal Funds effective rate plus .50%). The Company is also required to pay an annual
commitment fee ranging from 15% to .275% on available but unused amounts under the Credit Agreement. The interest rate margin and the
commitment fee are based upon certain financial performance measures set forth in the Credit Agreement and are redetermined quarterly.

At March 31, 2008, the applicable LIBOR interest rate margin was 1.00% and the applicable commitment fee was .20%.

The Company is subject to certain covenants and restrictions and must meet certain financial tests under the Credit Agreement. The Company
was in compliance with such covenants, restrictions and financial tests at March 31, 2008.

The Company also maintains an unsecured credit facility with 2 commercial bank (as amended, the “A&B Credit Facility™) currently consisting
of a U.S. $5,000 maximum borrowing limit component and a separate Canadian $31,000 maximum borrowing limit component. On March 13,
2008, the Company entered into a First Amendment to the A&B Credit Agreement, which decreased the U.S, maximum borrowing limit to $5,000
and increased the separate Canadian maximum barrowing limit to $31,000. At March 31, 2008, outstanding borrowings were U.S. $2,200, which
accrued interest at a weighted average rate of 5.3%, and Canadian $28,000 ($27,365 U.S. equivalent), which accrued interest at a weighted average
rate of 5.8%.

Under the terms of the A&B Credit Facility, U.S. dollar denominated borrowings accrue interest and bear an annual commitment fee at rates
equal to those under the Credit Agreement. Canadian dollar denominated borrowings accrue interest at the Company's option, at either (1) the
Canadian Dollar Offer Rate ("CDCR") plus a margin of .625% to 1.50%, or (2) an aliernate base rate based upon the Canadian Prime Rate. The
Company is also required to pay an annual commitment fee ranging from 5% to .275% on available but unused Canadian dollar amounts. For
both the U.S. and Canadian components, the interest rate rmargin and the cormmitment fee are based upon the financial performance measures
set forth in the Credit Agreement and are redetermined quarterly. An annual reduction of Canadian $4,000 on the Canadian dollar denominated
commitment oceurs on each anniversary date of the A&B Credit Facility until the final maturity date of January 2, 20m1. There are no significant
covenants or resirictions set forth in the A&B Credit Facility; however, a default by the Company under the Credit Agreement will constitute a
default under the A&B Credii Facility. At March 31, 2008, the applicable CDOR interest rate margin was 1.00% and the applicable commitment
fee was .20%. Proceeds from borrowings under the A&B Credit Facility may be used for general corperate purposes.

iary Bank Facility” and collectively the “Auxiliary Bank
Facilities”) with commercial banks. Each Auxiliary Bank Facility is unsecured and has a maximum borrowing capacity of $5,000. One facility

In addition, the Company maintains two auxiliary revolving credit facilities (each an “Auxi

expires in October 2008 while the other facility expires in December 2008. At March 31, 2008, outstanding borrowings under the Auxiliary Bank
Facilities totaled $9,302 and accrued interest at a weighted average rate of 3.7%. Because the Company currently has the ability and intent to
refinance borrowings outstanding under the Auxiliary Bank Facilities expiring in October and December 2008, such borrowings are classified as
long-ierm debt in the accompanying consolidated balance sheet at March 11, 2008. The Auxiliary Bank Facilities cross-default to the covenants

and restrictions set forth in the Credit Agreement.
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The provision for income taxes differs from an amount computed at the federal statutory rate as follows:

YEAR ENDED MARCH 11

2008 2007 2006

Provision at the federal statutory rate $ 30,896 $ 28,029 $ 21,592
State income taxes, net of federal income tax beneht 3,103 41 872
Non-deductible expenses 1569 1,347 1,314
Benefit of domestic production deduction (1,446) (798) {586}
impairment of goodwill - 672 e
Adjustment to contingency reserve (4,748) - -
Foreign income taxed at other rates (423) - -
Other - 51 -
$ 28,95, $ 29,342 $ 23192

Deferred income taxes reflect the future tax consequences of differences between the tax bases of assets and liabilities and their financial report-
ing amounts as measured based on enacted tax laws and regulations. The Company records a valuation allowance, when appropriate, to adjust
deferred tax asset balances to the amount the Company expects to realize. The Company considers the amount of taxable income available in
carryback years and expectations of future taxable incorne, among other factors, in assessing the potential need for a valuation allowance. As

of March 31, 2008 and 2c07, 3 valuation allowance of $1,454 and 3816 was recorded related to certain deferred tax assets. The components of

deferred income tax assets and Labilities are as follows:

MARCH 11

2008 2007
DEFERRED INCOME TAX LIABILITIES:
Property and equipment $ 62,505 $ 59,081
GCther 2,712 1,968
Total deferred income tax liabilities $ 65,217 $ 61,049
DEFERRED INCOME TAX ASSETS:
Accounts receivable and inventories $ 10n $ 1,040
Accrued liabilities 5,179 5,700
Goodwill and intangibles® 9,031 5,334
Other liabilities™ 3,291 -
Other 3,143 1,739
Total deferred income tax assets $ 21,675 $ 13,813

' These deferred income tax assets are long-term in nature and therefore are netted against total deferred income tax liabilities for presentation in the accompanying consclidated

balance sheets.

On April 1, 2007, the Company adopted FIN 48, which addresses the accounting for uncertainty in income taxes recognized in an enterprise’s
financial statements in accordance with SFAS No. 10g, Accounting for Incorre Toxes. FIN 48 prescribes a recognition threshold and measure-
ment attribute for the financial statement recognition and measurement of a tax position taken or expected to be taken in a tax return. FIN 43
also provides guidance on derecognition, classification, interest and penalties, accounting in interim periods, disclosure and transition. The

cumulative effect of adopting FIN 48 was recorded as a net increase to retained earnings of $1,18g.
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Insurance Programs — The Company maintains third-party insurance coverage in amounts and against risks it believes are reasonable in its
circumstances. The Company is self-insured for most workers' compensation claims and for a significant component of its group health insur-
ance programs. For these exposures, the Company accrues expecled loss amounts which are determined using a combination of its historical
loss experience and subjective assessment of its future Joss exposure, together with advice provided by administrators and consulting actuaries.
The estimates of expected loss amounts are subject to uncertainties arising from various sources, including changes in claims reporting patterns,
claims setilement patterns, judicial decisions, legislation and economic conditions, which could result in an increase or decrease in accrued costs
in future periods for claim matters which occurred in a prior period. Although the Company believes that the accrued estimated lass amounts are
reasonable under the circumstances, significant differences related to the items noted above could materially affect our risk expasure, insurance
obligations and future expense.

Legal Matters - From time to time, the Company is subject to legal proceedings and claims that arise in the ordinary course of its business.
Currently, there are no legal proceedings or claims pending against the Company that management believes could have a material adverse effect
upon the Company’s consolidated financial condition or results of operations.

Tax Matters — The Company is subject to examination by tax authorities for varying periods in various taxing jurisdictions. During the course

of such examinations, disputes occur as to matters of fact andjor law. Also, in most taxing jurisdictions, the passage of time without examination
will result in the expiration of applicable statutes of limitations thereby precluding the taxing authority from conducting an examination of the

tax period for which such statute of limitation has expired. The Company believes that it has adequately provided for its tax liabilities.

m—o __ 1—) | SHARE-BASED COMPENSATION

Pursuant to the Consolidated Graphics, Inc. Long-Term Incentive Plan, as amended (the "Plan”), employees of the Company and members of
the Company's Board of Directors have been, or may be, granted options to purchase shares of the Company’s common stock, restricted stock
unit awards or other forms of equity-based compensation. Options granted pursuant to the Plan include incentive stock options within the
meaning of Section 422 of the Internal Revenue Code of 1986, as amended and non-qualified stock options. Options previously granted under
the Plan were at a price not less than the market price of the stock at the date of grant and periodically vest over a fixed period of up to ten years.
Unvested options generally are cancelled upon termination of employment and vested options generally expire shortly after termination of employ-
ment. Otherwise, options expire after final vesting at the end of a fixed period generally not in excess of an additional five years. At March 31, 2008,
a total of 2,274,784 shares were reserved for issuance pursuant to the Plan, of which 817,307 shares of the Company’s common stock were reserved
for future grants.
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Cutstanding and exercisable stock options and restricted stock unit awards at March 31, 2008 were as follows:

OQUTSTANDING EXERCISABLE
WEICHTED AVERAGE WEIGHTED AVERAGE WEICHTED AVERAGE

SHARES EXERC!SE PRICE REMAINING YEARS SHARES EXERCISE PRICE
Stock Options
$10.37-%20.00 446,350 $ .27 2.9 446,350 $ 13.27
$20.01-%30.00 63,409 23.19 4.7 57,356 2310
$30.01-%40.00 99,579 318.05 6.6 17,395 38
$40.00-850.00 171,020 42.47 6. 69,460 42.03
$50.01-$60.00 660,233 51.97 4.4 623,200 51.92
$60.01-$65.91 16,486 64.25 4.6 1,520 62.00

1,457,477 36.93 43 1,215,282 35.61
Restricted stock unit awards 22,500 - .7 - -
Outstanding at March 31, 2008 1,479,977 - 4.3 1,215,282 -

The total fair value of restricted stock unit awards which vested during 2008 was $315. The aggregate intrinsic value of options and restricted
stock unit awards outstanding and exercisable as of March 31, 2008 was $27,996 and $26,106, respectively.

The Company accounts for share-based compensation in accordance with SFAS No. 123(R), Share-Based Payment, and measures the cost of
employee services received in exchange for an award of equity instruments, including grants of stock options and restricted stock unit awards,
based on the fair value of the award at the date of grant. The fair value of stock options is determined using the Black-Scholes model. Restricted
stock unit awards are valued at the closing stock price on date of grant,

The Company recorded $3,137 of compensation expense for the year ended March 31, 2008. The after-tax impact to net income was $694, and

the impact to basic earnings per share was $.06 and diluted earnings per share was $.05 in fiscal 2008. For the year ended March 31, 2007, the
Company recorded $2,695 of share-based compensation expense. The after-tax impact to net income was $1,644, and the impact to both basic
and diluted earnings per share was $.12 in fiscal 2007.

As of March 31, 2008, $1,678 of total unrecognized compensation cost related to stack options is expected to be recognized over a weighted
average period of 1.7 years.

There were 817307, 330,642 and 403,679 shares available for awards under the Plan as of March 31, 2008, 2007 and 2006, respectively. In 2008,
the Plan was amended to limit the number of stock appreciation rights or stock awards, including restricted stock unit awards, that may be
granted to pasticipants to 62,500 underlying shares of the Company’s common stock.
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MANAGEMENT'S ANNUAL REPORT ON
INTERNAL CONTROL OVER FINANCIAL REPORTING

Management is responsible for establishing and maintaining adequate internal control aver financial reporting, as such term is defined in Securities
Exchange Act Rule 13a-15{f) or 15d-15(f). Our internal control over financial reporting is a process designed io provide reasonable assurance regard-
ing the reliability of financial reporting and the preparation of financial staterments for external purposes in accordance with generally accepted
accounting principles. Our internal control over financial reporting includes those policies and procedures that (1) pertain to the maintenance of
records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the Company; (2) provide reason-
able assurance thal transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted
accounting principles, and that receipts and expenditures of the Company are being made only in accordance with authorizations of management
and directors of the Company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use,

or disposition of the Company's assets that could have a material effect on the consolidated financial statements.

Because of its inherent (imitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any
evzluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or
that the degree of compliance with the policies or procedures may deteriarate.

The scope of managerent's assessment of the effectiveness of our internal contral over financial reporting includes the Company's consolidated
subsidiaries, except for certain businesses acquired by the Company on December 21, 2007 and March 14, 2008, respectively, as permitted by
the rules and regulations of the Securities and Exchange Commission. The Company's consolidated net sales for the year ended March 31, 2008
were $1.1 billion, of which the certain businesses acquired by the Company on December 21, 2007 and March 14, 2008, totaled $16.6 miillion.
The Company’s consolidated total assets as of March 31, 2008 were $872.7 million, of which the certain businesses acquired by the Company

on December 21, 2007 and March 14, 2008, totaled $120.9 million.

Management assessed the effectiveness of our internal control over financial reporting based on the framework in internal Control — Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission {COSO). Based on our evaluation under the
framework in Internal Control — Integrated Framework, our management concluded that our internal control over financial reporting was effective
as of March 31, 2008. The Company's internal control over financial reporting as of March 31, 2008 has been audited by KPMG LLP, an indepen-
dent registered public accounting firm, as stated in their atiestation report which is included on page 53.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

THE BOARD OF DIRECTORS AND STOCKHMOLDERS
CONSOLIDATED GRAPHICS, INC.:

We have audited Consolidated Craphics, Inc. {the “Company") internal contro! aver financial reporting as of March 31, 2008, based on criteria established
in internal Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSQ). The Company's
management is responsible for maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal control
over financial reporting, included in the accompanying Management's Annual Report on internal Control Over Financial Reporting. Cur responsibility is
to express an opinion on ithe Company's internal control over financial reporting based en our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board {United States). Those standards require
that we plan and perform the audit to obiain reasonable assurance about whether effective internal contral over financial reporting was maintained in all
material respects. OQur audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a material wezkness
exists, and testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Qur audit also included perform-
ing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A company's internal con-
trol over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately
and fairly reflect the transactions and dispasitions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as nec
essary to permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of
the company are being made only in accerdance with authorizations of management and directors of the company; and (3} provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company's assets that could have & material effect on the
financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation
of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of March 31, 2008, based on criteria
established in internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).

The Company acquired certain businesses on December 21, 2007 and March 14, 2008, and management excluded from its assessment of the effective-
ness of its internal control over financial reporting as of March 31, 2008, the certain businesses' internal control over financial reporting associated with
the total assets of $120.9 million, and total revenues of $16.6 million included in the consolidated financial statements of the Company and subsidiaries
as of and for the year ended March 31, 2008. Gur audit of internal control over financial reporting of the Company also exctuded an evaluation of the
internal control over financial reporting of the certain businesses.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated balance sheets
of the Company as of March 31, 2008, the related consolidated statements of income, shareholders' equity, and cash flows for each of the years in the
three-year period ended March 31, 2008, and our report dated May 28, 2008 expressed an unqualified opinion on those consolidated financial statements.

KPMG LLP
Houston, Texas
May 28, 2008
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CORPORATE DIRECTORY

DIRECTORS

Joe R. Davis

Chairman and Chief Executive Officer
Member of Executive Committee

Larry . Alexander

Retired, Senior Vice President, SBC, Inc. (now AT&T, Inc.)
Independent Director

Member of Compensation Committee

Brady F. Carruth

President, Gulf Coast Capital Corperation

President and Chief Executive Officer, Saratoga Financial Croup
Independent Director

Member of Audit and Nominating & Governance Commitiees

Gary L. Forbes

Senior Vice President, Equus Total Return, Inc.
Independent Director

Member of Audit and Executive Committees

James H, Limmer

Retired, Partner, Tekell, Book, Matthews & Limmer, L.L.P,
Independent Director

Member of Audit and Nominating & Governance Comrnittees

Hugh N. West, M.D.

Private Investor

Independent Director

Member of Compensation and
Nominating & Governance Committees

OFFICERS

Chairman and

Chief Executive Officer
Joe R. Davis

Executive Vice Presidents
Michael B. Barton
Chief Administrative Officer

Jon C. Biro
Chief Financial and
Accounting Cfficer

James H. Cohen
Mergers and Acquisitions

Richard A. Davis
Operations

Aaron T. Grohs
Sales and Marketing

Group Vice Presidents
Trent C. Cunningham
Dennis L. Rampe
Steve A. Wellenbach

President — CGXSolutions
Ryan C. Farris

Vice Presidents
Patricia R. Bourassa
CCXSolutions — Service

Thomas |. Boyle
Strategic Sales

John A. Bradley
Strategic Sales

Rachel W. Cooper
Strategic Sales

Ernest R. Carpenter
Franchise Solutions

Paul A, Castain
Sales Development

Mike E. Davis
Chief Information Officer

€. Nelson Ho
Environmental and
Safety Management

T. Clifford Hollingsworth
Work Flow Systems

S. Leonard Hruzek
Mergers and Acqui

Keith B. Kirk
Purchasing

David A. Leslie
Risk Management

Wendy L. Murphy
Strategic Sales

James B. Owings
Enterprise Solutions

Nancy L. Pettit
Strategic Sales

Matthew Reed
CCXSolutions - Cperations

Christopher B. Toomey
Strategic Sales

Karen Z. Walker
Tax

Farward-Looking Statements — Safe Harbor Provisions This Annual Report contains “forward-looking statements” within the meaning of Section 274 of the Securities
Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended, in which the Company discusses factors it believes may affect its performance or
results in the future. Forward-looking statements are all statemnents other than historical facts, such as statements regarding assumptions, expectations, beliefs and projections
about future events or conditions. You can generally identify forward-looking statements by the appearance in such a statement of words like “anticipate’ “believe!’ “continue’

“could” “estimate,” “expect] “intend “may” “might;” "plan “potential] "predict)’ “forecast;

or other comparable words or the negative of such words.

The accuracy of the Company’s assumptions, expectations, beliefs and projections depend on events or conditions that change over time and are thus susceptible to change based

on actual experience, new developments and known and unknown risks, including those created by general market conditions, compaetition and the possi
occur beyond the Company’s control, which may limit its ability to maintain or improve its operating results or financial con

n or acquire additional pr

ty that events may
ng businesses. The

Company gives no assurance that the forward-locking statements will prove to be correct and does not undertake any duty to update them. The Company’s actual future results

might differ from the forward-looking statements made in this Annual Report for a variety of reasons, which include, stability in the economy and reasonable growth in the demand
for its products, the continued availability of raw materials at affordable prices and retention of its key management and operating personnel, satisfactory lzbor relations, its ability
to identify new acquisition opportunities, negotiate and finance such acquisitions on acceptable terms and successfully absorb and manage such acquisitions, as well as other risks
described in the “Risk Factors™ section of our Annual Report on Form 10-K for the fiscal year ended March 31, 2008, as filed with the Securities and Exchange Commission. You
should pay particular attention to and review the important risk factors and cautionary statements described in the “Risk Factors” section, as well as the risk factors and caution-
ary statements described in the other documents the Company fites or furnishes from time to time with the Securities and Exchange Commission, including its Quarterly Reports
an Form 10-Q and Current Reports on Form 8-K. Should one or more of the foregoing risks or uncertainties materialize, or should the Company’s underlying assumptions prove
incorrect, the Company's actual results may vary materially from those anticipated in its forward-looking statements, and its business, financial condition and results of operations
could be materially and adversely affected.

Consolidated Graphics® is a registered service mark and CGXSolutions® is a registered trademark of Consolidated Graphics, Inc.
Alt other brand or product names are presumed to be either registered service marks or trademarks of the respective owners.
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